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Abstract 
 
The study sought to identify what ethical framework(s) managers use in making 
decisions, and whether they differ from those drawn on by the wider community? A 
questionnaire was distributed to group of small business owners, university academics 
and students. Results show that that there are some statistically significant differences 
in the ethical decision-making profile of business and non-business decision makers; 
however, somewhat surprisingly, concern for the bottom line is not seen by small 
business managers as the most important criteria in managerial decision-making to the 
exclusion of other more ethical criteria.  
  
Introduction 
 
In recent years the public’s attention has been captured by disturbing reports of 
organizational actions leading to catastrophic consequences for stakeholders. The 
bankruptcies of Enron and Tyco, which stripped thousands of people of their jobs, 
pension funds, and dignity, are only two of many recent examples of where the 
actions of managers have been viewed as patently wrong or unethical by society, but 
right and justifiable by the perpetrators. When interviewed, many of those accused of 
wrongdoing have passionately argued that they have always acted in the best interests 
of their shareholders, making decisions that maximized profits in order to fulfill their 
duty of care as a managers (Sims & Brinkmann, 2003). In practice, then, definitions 
of what constitutes ethical or unethical decisions are contested, changing dramatically 
with the points of view of the various stakeholders (Johnson, 2007; Sims et al., 2003). 
One possible step towards preventing such future corporate disasters would be to be 
able to anticipate and clarify these divergent points of view within an organization, 
assessing which will further organizational goals and which might undermine those 
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goals. As a step in the direction of developing a potential tool to accomplish this task, 
this paper attempts to answer the question: what ethical frameworks do managers use 
in making decisions?  
 
It has been well established that there are a number of different ethical frameworks 
that may be applied when making decisions, each used either in its own right or 
combined in a pluralistic approach (Hinman, 2003). Almost all business and 
management ethics textbooks, for example, begin with a chapter explaining the 
different ethical frameworks that aim to provide a definition of what constitutes a 
right action. Collectively, these have been variously described as: ethical reasoning 
(Grace & Cohen, 1995), moral philosophies (Ferrell, Fraedrich, & Ferrell, 2005), 
welfare, rights and justice (Boatright, 2007), ethical and economic theoretical 
grounding (Collins-Chobanian, 2004), and ethical theories (Lovell & Fisher, 2003). 
What has not been as well established is how and to what extent managers actually 
draw on these ethical frameworks in the daily fulfillment of their managerial duties, 
and whether doing so contributes either to unity of organizational purpose or 
congruence with community standards. 
 
Part of the problem may be due to what appears to be a divergence between the 
normative models of decision making and everyday practices. In business and 
management training literature there are many models of decision-making processes 
available; however, they do share some common assumptions. For example, Guy 
(1990), in her assessment of ethical decision making in everyday work situations, 
observed that “in the Western world, we applaud rationality” (p. 28). Typically, a 
rational decision is “one that occurs in ordered steps and maximizes a value, whether 
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it is honesty, efficiency, reliability, controllability, marketability, or any of many 
values. (p. 28)” In practice, these values may clash, but a step-by-step approach 
allows the rational decision maker to revisit an issue until the relevant values are 
maximized. Many issues are also multidimensional, requiring several iterations of the 
steps in the decision-making process. Guy (1990) warns, however, that these ideal 
models make many assumptions. They assume, for example, consistency in values 
and tastes, and the availability of time and energy to thoroughly investigate problems, 
both of which are not always present in real-world applications. Drawing on the work 
of Nobel Prize winner, Herbert Simon, she suggests that “the evidence is 
overwhelming that the theoretical model of rational decision making does not reflect 
actual decision making process” (p. 31).  
 
Given that decision making in practice diverges from the ideal type, will commitment 
to ethical frameworks restore organizational unity of purpose? It has become common 
to refer to ethics as a sine qua non of business. Nonetheless, the introduction of ethics 
into an organization, if not well managed and well understood, could in fact aggravate 
current organizational problems (Johnson, 2007). This could happen, for example, 
when different individuals in the same organization judge the ethics of an action or 
situation by using radically different ethical frameworks, effectively increasing the 
level of conflict between staff. The issue is not whether managers take different 
approaches to ethical issues, but whether these different approaches, and their impact 
on decision-making processes, are clearly understood within the organization. 
Arguably, being able to outline the ethical frameworks drawn on by individual 
managers as criteria for their ethical decision making could be an important step 
toward achieving transparency and accountability within organizations. It could bring 
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more predictability into an organization’s ethical performance, without detracting 
from diversity.  
 
In management, as in other professions, discussions of the ethical frameworks 
underpinning decisions have focused primarily on three major approaches: the ethics 
of consequences (ethical egoism and utilitarianism), duties (Kantianism and 
principlism), and character (virtue). In recent times, additional interest has been 
directed to more contextual and relationship-based accounts of ethics, derived mainly 
from feminist ethics (ethics of care and applied ethics). It is clear that these newer 
frameworks require a different approach to decision making than the traditional 
ethical frameworks, which Walker (1998) characterized as “theoretical-juridical”. 
They are concerned with deductively applying codifiable sets of moral formulas in 
ways that provide universal answers to particular problems. The newer frameworks 
are she calls “expressive-collaborative”, seeing moral life as a continuing negotiation 
among people, determined not only by seeking shared moral values, but also by 
developing and sustaining committed relationships. Like many proponents of virtue 
ethics, those taking an ethics of care approach often downplay the role of universal 
principles in decision making, instead drawing attention to the capacities of persons to 
express compassion, care or kindness as ethically important. One approach often 
taken, then, and one accepted in the present study, is to include the ethics of care 
approach within virtue ethics (Halwani, 2003). An ethics of care approach also gives 
more prominence to the role of emotions in ethics (Halwani, 2003). Perhaps 
understandably, then, for this reason it has to this point in time had less influence on 
managerial ethics, which, as noted, remains committed to ideals of rational decision 
making.  
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Can the influence of these major ethical frameworks be detected at all in the decision 
making of managers? To answer this question, a questionnaire was distributed to a 
group of small business owners and compared with results obtained from a group of 
university academics and students.  
 
The study  
The number of studies on ethical decision making (EDM) has dramatically increased 
in the past 25 years., with at least three major studies reviewing the literature on 
ethical decision making from 1972 up to 2003. Interestingly, they all came to a 
common conclusion (Ford & Richardson, 1994; Loe, Ferrell, & Mansfield, 2000; 
O'Fallon & Butterfield, 2005). The latest paper, written by O’Fallon & Butterfield 
(2005), reviewed the empirical literature on ethical decision making  between 1996-
2003 from the most prominent academic journals, concluded that 174 studies had 
been carried out during that period on this important topic, many more than in 
previous years. What is interesting is that none of these studies were able to conclude 
that they had found the “Holy Grail” of ethical decision making; they all concluded 
that there is a need for further research to be done in this area. This would seem to 
confirm that, in practice, there is not one universal definition of what is right (Holy 
Grail), but rather a few major ethical frameworks. In particular, there are three major 
frameworks of ethical decision making, which might be referred to as the “sacred 
trinity”: an ethic of consequences, and ethic of duty, and an ethic of virtue. In the 
business ethics literature these are also sometimes referred to as the three constituent 
elements of ethical decision making: outcomes/consequences, process/duty, and the 
individual/decision-maker character (Ferrell, Fraedrich & Ferrell, 2005; Hosmer, 
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2006). Do managers of small businesses actually use these ethical frameworks when 
making decisions, or are they more likely to give prominence to economic, rather than 
ethical, considerations when making decisions when compared to a section of the non-
business population? 
 
Hypothesis  
To answer this question this study will test two main hypotheses; firstly, whether 
business managers are more drawn to ethical frameworks that prioritize economic 
goals and, secondly, whether the ethical criteria they use differ from the non-business 
population.  
 
In the absence of any similar previous studies that would have investigated 
managerial ethical decision-making as an independent variable and the 
operationalized principles from the schools of moral philosophy as the dependent 
variables, the general conviction that in business the most important factor is the 
pursuit of the bottom line (profit) has been adopted and implemented in the first 
hypothesis. This idea was introduced by Friedman in 1970 in the New York Times: 
“In a free-enterprise, private-property system, a corporate executive is an 
employee of the owners of the business. He has direct responsibility to his 
employers. That responsibility is to conduct the business in accordance with 
their desires, which generally will be to make as much money as possible 
while conforming to the basic rules of the society, both those embodied in law 
and those embodied in ethical custom. Of course, in some cases his employers 
may have a different objective”. 
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In addition to Friedman’s statement, a Dallas Times Herald survey showed that 75% 
of respondents believed that business people would bend the rules for success (Axline, 
1990), and a survey on excellence in journalism has shown that increasingly concerns 
have raised in relation to the trade of pressuring for the bottom line against good 
coverage of the facts (Kohut, 2004).  
 
It would be expected, then, that both the criteria belonging to Egoism, as defined 
below, criteria number 1 (EC1 Egoeconomic) in particular and criteria 2 (EC2 
Egoreputation), would score higher than any other criteria by the small business 
people.   
 
H1 Managers prefer an outcome-based ethical framework because it is the one 
dimension that deals directly with economical return and self advantage. 
 
To put the ethical decision making of business managers further into context, it is 
important to ascertain if there are significant differences between people’s ethical 
preferences based on their individual factors, including the profession of the 
respondents. In the past 20 years, many studies have been conducted on the degree of 
impact that different factors would have on ethical decision making. Professional 
experience and industry type have been tested in different studies, producing mixed 
results (O'Fallon & Butterfield, 2005). Nevertheless, although the results of research 
in this area are ambiguous and sometimes contradictory, it is clear that there are some 
significant differences in relation to ethical decision making based on profession. For 
example, Sparks and Hunt (1998) found that practitioners are more ethically sensitive 
than students; while, on the other hand, Cohen et al. (2001) did not discover any 
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significant differences between students and professionals. In this study, responses 
from the small business people will be compared against academics and students in 
relation to their performance against the eight ethical criteria, in order to test the 
following hypothesis:      
 
H2 Small-medium size business managers will have different preferences in 
relation to which ethical criteria are the most important compared to academics 
and students.  
 
Measure 
The data used for this research were taken from the developmental stage of a larger 
project that profiles the influence of ethical frameworks and other external factors on 
the decision making of individual managers. To test the hypothesis for the present 
study, a questionnaire consisting on 24 items was used. To cover the three major 
ethical approaches, discussed in business ethics literature outlined above, 
(outcomes/consequences, process/duty, and the individual/decision-maker character), 
6 items (statements) were developed for Ethical Egoism, Utilitarianism, Deontology 
and Virtue Ethics). Ethical egoism and utilitarianism constitute the two major forms 
of consequentialist theory. Ethical egoism is the view that, when considering 
outcomes, people ought to act in their-own self-interest. If everyone acts in this way, 
it is argued, interests will ultimately balance out. Utilitarians, on the other hand, seek 
to make decisions which create the greatest good for the greatest number—good being 
defined in a variety of ways from maximizing pleasure and minimizing pain, through 
to maximizing interests (Marshall, 2005). Within utilitarianism there is also a 
distinction between act utilitarianism, wherein one seeks to judges the greatest good 
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with respect to each act, and rule utilitarianism, which seeks to follow rules which 
maximize the greatest good for the greatest number (Hollingsworth, Hall, & Trinkaus, 
1991). Deontology or duty-based ethics does not make the consideration of 
consequences the primary determinant of ethical deliberation (Micewski & Troy, 
2007). Instead, deontologists argue that there are certain duties incumbent on us all. 
Similar to utilitarianism, deontology has two main interpretations of what is right or 
wrong based on either the moral rules or on the nature of the act itself. According to 
rule deontology a decision is ethical as long as it has conformed to a general moral 
principles, such as the Kant’s categorical imperative (“Act as if the maxim of thy 
action were to become by thy will a universal law of nature” (cited in Ferrell, 
Fraedrich, & Ferrell 2005) or the Golden Rule: do unto others as you would have 
them do unto you (Ferrell, Fraedrich, & Ferrell 2005). Act deontology, instead of 
using pre-defined principles, promotes the use of equity, fairness, and impartially in 
making a decision applied to particular acts. As distinct from the first two major 
approaches, which focus on acts and rules, virtue ethics focuses on character. Virtue 
ethics gives more consideration to the impact of choices on character and 
relationships (Hooft, 2005).  
 
Content and construct validity have been tested in relation to the items (statements) 
representing these different dimensions of ethical decision making. Content validity 
was tested by converting the main ideas of the different schools of moral 
philosophies, as exemplified in the current literature, into more operational 
statements. In relation to content validity, 14 experts in the field of ethics, philosophy 
and theology were interviewed using semi-structured interviews (De Vaus, 2002). 
Each statement was shown to the experts, and they were asked to comment on the 
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extent to which each of statements was representative of the respective schools. Most 
of the respondents agreed on the representativeness of the consequence-based 
statements related to Egoism and Utilitarianianism. With respect to the statements 
about duty-based ethics, there was general feedback that the six initial statements 
developed were too specific (freedom of conscience, freedom of consent, freedom of 
speech and due process), and they did not adequately reflect general aspects of that 
particular ethical framework such as the golden rule. Also, due to the fact that it is not 
as widely used as the previous ethical frameworks, there was less agreement about the 
statements reflecting the virtue-based approached.  Some experts agreed that the 
statements were quite representative of virtue ethics, while some others, with perhaps 
more expertise on this particular area of moral philosophy, raised some concerns 
about the fact that virtues are characteristics that are embedded in the character of 
decision makers and not simply in what they do. For example the statement: “I make 
sure that honesty is paramount in my decision making process”, was changed to “I am 
an honest person and therefore I only make honest choices”. The statements were 
modified and implemented in the final version of the questionnaire, based on the 
variety of concerns expressed by the experts interviewed. 
 
Sample 
As mentioned, the data used for this study was preliminary data that is part of a larger 
study aimed at developing profiles of managers’ ethical decision making (the MEP 
questionnaire).  Initially, 82 people responded to the questionnaire. The questionnaire 
was administrated to two different cohorts of people--academic and students (n=41) 
and small business people (n=41) in different times. The first cohort was made of 
academics and nursing students (n=41). In terms of academic staff, 18 people were 
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asked to answer the questionnaire from different faculties and universities. Second 
year students in nursing were asked to fill in the questionnaire, and 23 out of 60 
returned it providing a 38% response rate. On the other hand, a group of small 
business people (N=79) who attended a monthly business breakfast organized by a 
regional Business Centre Enterprise (NFP organization) were asked to fill in the MEP 
questionnaire. 43 questionnaires were returned filled in, but only 41 were completed 
in fully, providing 52% response rate.   
 
Results Empirical analysis 
To test the two hypotheses, and to examine in more detail the relationship between the 
eight ethical criteria variables, an analysis of variance (Anova) was performed.  
Estimated marginal means were performed by using the computed results of the eight 
ethical criteria (see table 1) and compared based on the two groups of respondents 
(small and medium size business managers and academics and students). Graphical 
representation of results of the estimated marginal means is presented below (see 
graph 1). The graph shows the mean results based on the 5-likart scale (Y axis) of the 
two cohorts of respondents in relation to the different ethical criteria (X axis).  
With respect to Hypothesis H1 (managers prefer an outcome-based ethical framework 
because it is the one dimension that deals directly with economical return and self 
advantage), looking first at the graph it is clear that factors 1, 2 and 3 have been 
scored lower than the other five by the small business people. As previously discussed 
criteria 1 is focused on economical return, criteria 2 on organizational reputation and 
criteria 3 on act utilitarian.  Even though, graphically, it might look as though those 
three criteria are considerably less important than the others, in reality they are not. 
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Table 1: Mean differences between small business people and academic & student in 
relation to the 8 ethical criteria 
 
 (Source developed for this study by using SPSS version 15) 
Looking at the actual mathematical results behind this graph (see table 1), it is 
possible to see that these three factors have mean scores just below 2, which in the 
MEP questionnaire scale is  “very important”, and the other five factors are just below 
1.5, which makes them closer to 1 (“extremely important”). Nevertheless, in relation 
to the first hypothesis (H1), economical return is clearly not the most important factor 
in managerial decision-making and, in fact, it has been the lowest mean over the eight 
criteria for both cohorts of respondents (see table 1). In conclusion, it is suggested that 
small business people did not hold the bottom line as the most important factor in 
their decision-making processes, a finding that disproves the first hypothesis (H1). 
This result could suggest that managers, when assessing different options, would not 
choose to seek the highest economical return without considering other ethical 
criteria, derived from their personal values or common ethical frameworks.  
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Graph 1 Estimate Marginal Means 
 
Turning to Hypothesis H2 (small-medium size business managers will have different 
preferences in relation to which ethical criteria are the most important compared to 
academics and student), Graph 1 indicates that there were statistically significant 
differences between the two cohorts in relation to the perceived importance of each of 
the eight ethical criteria to the respondent’s decision making-process. The data 
confirm that the non-business cohort shows relatively little concern for economic 
factors in ethical decision making compared to those involved in business. However, 
it is also clear that the small business managers’ concern for the bottom line is not to 
the exclusion of other ethical criteria.  
 
These differences are further confirmed by the results in Table 2, which were 
generated by using Anova (repeated measure of variance), and tested at 95% of 
significance level, therefore only the results with .05 and below are significant (see 
results with the * symbols in the table). 
 
 
 14
Table 2: Estimated Marginal Means for EDM:  
Based on the results from the small business people and academic & students 
 
Each cell in Table 2 describes the extent to which responses by the respective cohorts 
(academics and students and small business people) to each individual criteria (I 
ethics) were significantly different (Sig. a) to the other ethical criteria (J Ethics) 
surveyed. Confirming Hypothesis H2, the top cells for each cohort reveal that there 
was a statistically significant difference in their views of the first ethical criteria, 
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which reflects concerns for economic factors. Academics and students have rated 
criteria factor number 1 (EC1 egoeconomic) significantly lower than almost every 
other factor except character (EC 5 selfvirtues) (see Table 2). On the other hand, small 
business people rated the same criteria equally with criteria 2 (EC2 egoreputation) and 
3 (act utilitarian) and not significantly different from criteria 5 (selfvirtue) and 7 (act 
deontology).  The second difference lays in the level of importance that the two 
cohorts have given to the eight ethical criteria (see table 1). Even though both cohorts 
rated criteria 1 (EC1 egoeconomic) the lowest of all, small business people still rated 
it as “very important”, while academics and students rated it as just “important”. 
Conversely, academic & students gave a higher rating to rule deontology then small 
business people.   
 
Conclusion  
In conclusion, this paper has argued that, according to the literature, people use 
different ethical criteria in their decision-making process, not exclusively from only 
one school of moral philosophy (holy grail) but from the different dimension of EDM 
(sacred trinity). There were some statistically significant differences in terms of the 
degree of importance given to eight ethical criteria derived from the three major 
ethical frameworks between two cohorts of respondents (academics and students and 
small business people). One interpretation of the results could be that academics and 
students only consider economic factors (EC1 egoeconomic) after first applying all 
the other ethical criteria; that is, principles of justice and individual rights should 
always come first, regardless the economic cost. On the other hand, it could be 
argued, on the basis of these results, that small business people tend to first trust in 
their own acquired sense of virtue; that is, their gut feelings, taste for good business, 
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and character, based on good habits acquired through practical experience. Also 
interesting, from the point of view of this study, is the compatibility of both the results 
from the academics and students and from the small business people with the first 
three dimensions of so-called Corporate Social Responsibility (CSR). (It has been 
argued that organizations have four responsibilities; economic, legal, ethical and 
philanthropically.) Both cohorts have emphasized that economical returns are 
important, so long as they are consistent with one’s own sense of virtue and are 
reached while respecting other people’s rights.  
  
Though this study has been limited in scope, and the statistical results are based on a 
relatively small number of cases (n=82), the results have nevertheless shown 
statistically significant differences in the way in which small business managers draw 
on ethical criteria for making decisions compared to a non-business cohort. Although 
the present study only compared small business people and academics and students, 
and no individuals from a larger corporation were included in the study, from these 
early indications, it is clear that reliable scales can be further developed to obtain data 
on the ethical frameworks used by managers in a wider variety of settings, including 
larger corporations. There have also been different studies that have concluded that 
entrepreneurs or small business people are more value driven then people working for 
larger corporations (Robinson, Davidsson, Mescht, & Court, 2007).  Using the scales 
developed in this study, it will be possible to extend research into these promising 
areas.    
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